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 ACE Research Vignette: The Ineffectiveness of Enterprise Policy: Is Policy 
Formulation to Blame? 
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers. This vignette, written by Dr Norin Arshed, Professor Sara Carter and 
Professor Colin Mason examines whether the ineffectiveness of enterprise policy can be attributed to the formulation of 
the enterprise policy itself. 
 
Background and Research Question 
Governments around the world have created enterprise policies because of the belief that entrepreneurship creates 
employment, stimulates innovation, drives economic growth and thereby strengthens international competitiveness. 
Enterprise policy involves supporting and assisting both start-ups and existing small and medium sized enterprises (SMEs). 
However, such policies have been demonstrably ineffective, both at regional and national levels. Some scholars have 
argued that this is because it is ‘bad’ public policy in the sense that it is based on an incorrect view of the economic 
impact of new and small firms. An alternative interpretation is that enterprise policy has failed because of poor policy 
formulation. This study opens up the ‘black box’ of the enterprise policy process and focusses on the key actors and 
processes to understand how enterprise policy is formulated and whether this accounts for its ineffectiveness. 
 
How was this investigated? 
To understand whether the formulation of enterprise policy is the cause of its ineffectiveness, the authors examined the 
UK’s enterprise policy process during the final year of the Labour Government (2009-10). The research was conducted in a 
government department in the UK responsible for enterprise policy, with data collected through in-depth interviews and 
participant observation.  The eight interviews with policy-makers involved the key actors in the enterprise policy process.  
These were complemented by participant observation which provided insights which were not possible from interviews 
alone into how enterprise policy is formulated. The role of the participant observer involved working as a Policy Advisor 
within the department for three months. This included attending 32 meetings. A daily diary reported activities and 
observations about relationships and dynamics of individuals and the department.  
 
Findings 
The research revealed the existence of two perceptions within the department of how enterprise policy was formulated. 
The first was the idealist view of the process of formulating enterprise policy. The second was the realist view of how 
enterprise policy was formulated in practice. The idealistic view of policy formulation saw it as being aligned with the 
ROAMEF Cycle - Rationale, Objectives, Appraisal, Monitoring, Evaluation and Feedback. This describes how policy should 
be formulated, identifying the stages that the process should pass through. However, the policy-makers acknowledged 
that this model was not always followed in practice for reasons beyond their control, such as ministerial interests, senior 
policy-makers’ ideas, and the importance of making announcements. Hence in reality policy-makers sought to legitimise 
the way in which policy was formulated whilst at the same time acknowledging that their daily workings of formulating 
enterprise policy often deviated considerably from the prescribed model and lacked  transparency and procedure. 
 
The actual process of enterprise policy formulation involved six phases: the identification of an area of policy interest; 
briefing; collecting evidence; clearing; announcing; and implementing (Figure 1). Though these phases were discrete, the 
process was not linear. The key focus of each stage was to ensure that the minister could make credible announcements 
about the policy, even though it left many questions unanswered. 
 
 
 
 Figure 1: The formulation of enterprise policy: A realistic view 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Given the findings, there were several areas emphasising how the ineffectiveness of enterprise policy arose within the 
formulation of the policy itself. Firstly, the minister was the key individual who dominated which policy interest and idea 
was given priority. Secondly, the inclusion of stakeholder (e.g. government-funded agencies, local enterprise agencies, 
task forces etc.) involvement was only to legitimise the idea and process rather than for their contributions.  Thirdly, data 
was collected to ‘fit’ the story and, if appropriate, support the ministerial interest. Lastly, because formal procedures in 
the policy formulation process (the ROAMEF cycle) had not been followed, there was seldom any evidence to indicate 
whether effective implementation was likely to be affordable. Therefore, more often than not, the outcome was the 
publication of a strategy statement rather than the delivery of new enterprise policy initiatives. 
 
Business and Policy Advice 
Very little research has been undertaken which examines why enterprise policy is ineffective. A fundamental gap exists in 
recognising the role of ministers in the policy-making process. They are usually the source of the initial policy interest and 
their influence in policy-making drives the decisions and dominates each phase. It is notable that SMEs are neglected in 
the enterprise policy process. The current policy process that is dominated by ministerial interests, with the business 
community used only for legitimisation of the policy outcome, needs to be replaced by one that involves SMEs and other 
relevant stakeholders from the outset of the policy process. This would appear to offer the best prospects for improving 
the effectiveness of enterprise policies.  
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Identification of a new policy area which 
could emerge from a variety of sources, with 
the interest of the minister being the most 
prominent. 
Undertaken to support and justify the 
proposed policy interest. 
Consultations involving key senior civil 
servants within the department in checking 
and drafting documents. 
Meetings, gathering of stakeholders’ views and 
ideas, and involving as many high profile actors as 
possible (e.g. successful entrepreneurs, task force 
members etc.). 
Involved the department deciding whether 
delivery of the proposed policy measures was 
financially feasible and practical. 
Involved meetings to allocate tasks such as 
the gathering of evidence, liaising with 
stakeholders and updating the team. 
